
DOCKET FILE COPY ORIGINAL 

WILLIAMS 

November 7,2002 

By Hand 

Ms. Marlene H. Dortch 
Federal Communications Commission 
Office of the Secretary 
c/o Vistronix, Inc. 
236 Massachusetts Avenue, N.E. 
Suite 110 
Washington, D.C. 20002 

N\TRFKOhT P L M A .  EAST TCAYER 
951 E A S l  BYRDSTREET 
N C l  IMOS’D. VlRtib’l:\ 3 2  19.2074 

TU. 804.788.8200 
FAX 804.788-8218 

Kelly L Faglion! 
Direct Dial 804-788-7334 
EMAlL KFAGLIONI@HUNTON COM 

File No 46001 000278 

RECEIVED 

NOV - 7 2002 

WorldCom, Cox, and AT& T ads. Verizon 
CC Docket Nos. 00-218,OO-249, and 00-251 

Dear Ms. Dortch: 

Enclosed please find the original and four copies of Verizon Virginia Inc.’s Application 
for Review of the Wireline Competition Bureau‘s October 8, 2002 Order Approving the 
Interconnection Agreements. 

Please do not hesitate to contact me with any questions. 

Sincerely, 

Kelly L. Faglioni 
Counsel for Verizon 



Ms. Marlene H. Dortch 
November 7,2002 
Page 2 

cc: Jeffery Dygert, Assistant Bureau Chief, Common Carrier Bureau (8 copies) 

Via Email and UPS-Next Day: 
Jodie L. Kelley, counsel for WorldCom 
Kimberly Wild, counsel for WorldCom 
David Levy, counsel for AT&T 
Mark A. Keffer, counsel for AT&T 
J.G. Harrington, counsel for Cox 
Carrington F. Phillip, counsel for Cox 



Before the 
FEDERAL COMMUNICATIONS COMMISSION 

Washington, D.C. 20554 

In the Matter of 
Petition of WorldCom, Inc. Pursuant 
to Section 252(e)(5) of the 
Communications Act for Expedited 
Preemption of the Jurisdiction of the 
Virginia State Corporation Commission 
Regarding Interconnection Disputes 
with Verizon Virginia Inc., and for 
Expedited Arbitration 

In the Matter of 
Petition of Cox Virginia Telecom, Inc. 
Pursuant to Section 252(e)(5) of the 
Communications Act for Preemption 
of the Jurisdiction of the Virginia State 
Corporation Commission Regarding 
Interconnection Disputes with Verizon 
Virginia Inc. and for Arbitration 

In the Matter of 
Petition of AT&T Communications of 
Virginia Inc., Pursuant to Section 252(e)(5) 
of the Communications Act for Preemption 
of the Jurisdiction of the Virginia 
Corporation Commission Regarding 
Interconnection Disputes With Verizon 
Virginia Inc. 

) 
1 

) 
1 
) 
) 
) 
1 
) 

1 

CC Docket No. 00-2 I8 

) CC Docket No. 00-249 

1 

) 

1 

) 
) 

) CC Docket No. 00-25 1 

VERIZON’S APPLICATION FOR REVIEW OF THE 
WJRELINE COMPETITJON BUREAU’S OCTOBER 8,2002 ORDER 

APPROVING THE INTERCONNECTION AGREEMENTS 



Verizon Virginia Inc. (“Verizon”), pursuant to 47 C.F.R. 5 1.11 5 and the Commission’s 

Arbitration Procedures Order,’ respectfully submits this Application for Review of the Order 

Approving Agreements.2 Verizon and AT&T have previously filed petitions for reconsideration 

of the Bureau’s Non-Cost Order. In light of those pending petitions, Venzon anticipates that the 

Commission will “withhold action on the application for review until final action has been taken 

on the petition for reconsideration”’ and ultimately address all pending applications for review on 

a consolidated b a s k 4  Nevertheless, Verizon files this Application for Review at this time to 

ensure that it ultimately may obtain Commission review. 

The Order Approving Agreements approved three interconnection agreements - between 

Verizon and the three Petitioners, AT&T, Cox, and WorldCom, respectively - that were filed on 

September 3,2002, as required by the Non-Cost Order? Because the Bureau approved the 

interconnection agreements prior to acting on Verizon’s petition for reconsideration, the 

‘ In ihe Matter of Procedures for Arbitrations Conducied Pursuant to Section 252(e)(5) of the 
Communications Act of 1934, as Amended, Order, FCC 01-21 (rel. January 19,2001) (“Arbitration 
Procedures Order”). 

In the Matter ofpetition of WorldCom, Inc., Cox Virginia Telcom, Inc., andAT&T Communications 2 

of Virginia Inc., Pursuant Section 252(e)(5) of the Communications Act for Preemption of the 
Jurisdiction of the Virginia State Corporation Commission Regarding Interconnection Disputes with 
Verizon Virginia lnc., CC Docket Nos. 00-21 8,OO-249,OO-251, Memorandum Opinion and Order, DA 
02-2576 (rel. October 8,2002) (“Order Approving Agreements”), 

’ 47 C.F.R. 5 1 . I  04(c). 

Arbitration Procedures Order 7 9. 

In the Matter ofpetition of WorldCom, lnc., Cox Virginia Telcom, Inc., andAT&T Communications 

4 

of Virginia Inc., Pursuant Secrion 252(e)(5) of the Communications Act for Preemption of the 
Jurisdiction of the Virginia State Corporation Commission Regarding Interconnection Disputes with 
Verizon Virginia Inc., CC Docket Nos. 00-21 8,OO-249,OO-251, Memorandum Opinion and Order, 02- 
173 1 (rel. July 17,2002) (“Non-Cost Order”), 77 767-69. 
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interconnection agreements it approves are inconsistent with the Telecommunications Act of 

1996 (“Act”) for the reasons more fully explained in Verizon’s petition! 

Specifically, that petition for reconsideration asks the Bureau to hold that: 

The Petitioners are required to interconnect with Verizon’s network; 

Verizon’s direct end office trunking threshold applies to AT&T and Cox (Issue 1-4); 

WorldCom should be held to its agreement to establish direct end office trunks at the DS- 
1 threshold, even if WorldCom establishes physical interconnection at a single tandem in 
a LATA (Issue 1-4); 

WorldCom and AT&T cannot substitute a UNE for an access service when they use 
Verizon’s facilities to carry interexchange access traffic and not local exchange traffic 
(Issues IV-6, V-1, V-8); 

Virtual FX traffic is not subject to reciprocal compensation (Issue 1-6); 

Petitioners must demonstrate that their respective switches actually serve a geographic 
area comparable to that served by Verizon’s tandem (Issue 111-5); 

AT&T cannot use its own tools to prequalify loops for line splitting and the applicable 
collocation augment interval for line sharing is that developed by the New York carrier to 
carrier working group (Issue 111-1 0); 

Verizon may charge Petitioners for any reservation of dark fiber and may impose a non- 
recurring charge to recover the costs of updating its system to accommodate dark fiber 
reservations (Issue 111-1 2); 

Verizon and WorldCom need not establish spectrum management policies, because the 
Commission has already assigned the task of setting spectrum compatibility standards and 
developing spectrum management practices to the National Reliability and 
Interoperability Council (Issue IV-I 4); and 

The Bureau noted that Verizon, AT&T and WorldCom “filed petitions with the Commission 
seeking review of certain aspects of the Arbirration Order.” Order Approving Agreements, 7 2.  Verizon 
and AT&T filed Petitions for Reconsideration with the Bureau, not the Commission. Only WorldCom 
filed an application for review with the Commission. 
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WorldCom is not exempt from what the Bureau found are legitimate and warranted 
assurance of payment obligations (Issue VI-lW)).’ 

In its January 19,2001 Arbitration Procedures Order, the Commission amended its 

procedural rules addressing the Commission’s arbitration of interconnection agreements pursuant 

to 5 252(e)(5) of the Act. The Commission delegated authority to the Bureau to serve as 

arbitrator.8 The Commission also specifically addressed post-award procedures in 7 9 of the 

Arbitration Procedures Order, providing for Commission review on a consolidated basis of both 

the Bureau’s (i) arbitration award and (ii) order approving or rejecting an agreement: 

The Bureau’s decisions issuing the arbitration award and approving or rejecting 
the agreement (like other orders issued pursuant to delegated authority) will be 
effective and binding upon release. See 47 U.S.C. 5 155(c)(3); 47 C.F.R. § 
1.102(b). See also 47 U.S. C. 5 5  405(a), 408. Puriies mayfile applicationsfor 
review of boih siuff level decisions. See 47 U.S.C. 5 5(c)(4); 47 C.F.R. § 1.1 19 
(1999). See also 47 C.F.R. 5 1.102(b)(3) (1999). We anticipate the 
Commission’s addressing any applications for review of both decisions on a 
consolidated basis (emphasis added). 

An Application for Review of the Order Approving Agreernenfs, moreover, is “a condition 

precedent to judicial review of any action taken pursuant to delegated authority.”’ Accordingly, 

Verizon respecthilly submits this Application for Review. 

Because Verizon has asked the Bureau for reconsideration as explained above and that 

request remains pending, Verizon has not repeated in full here the substantive arguments 

explaining why the approved interconnection agreements fail to comply with the Act. Instead, 

Verizon attaches and incorporates herein its Petition for Clarification and Reconsideration. At 

See Verizon’s Petition for Clarification and Reconsideration of July 17,2002 Memorandum 
Opinion and Order filed on August 16,2002. 

Arbitration Procedures Order 7 8. 

1 

8 

947C.F.R. 5 1.115(k). 
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the appropriate time, and in the event the Bureau fails to order the parties to amend the 

interconnection agreements as Verizon requests in its Petition for Clarification and 

Reconsideration or grants relief sought by AT&T, this Commission should take appropriate steps 

to ensure that the interconnection agreements are consistent with the Act. At such time as the 

Bureau acts on the pending requests for reconsideration, the Commission should allow the parties 

to present briefs addressing the outstanding issues on which the parties continue to seek 

Commission review, if any. 

Respectfully submitted, 

Of Cotinsel: 
Michael E. Glover 

Richard D. Gary 
Kelly L. Faglioni 
Hunton & Williams 
Riverfront Plaza, East Tower 
951 East Byrd Street 
Richmond, Virginia 23219-4074 
(804) 788-8200 

Catherine Kane Ronis 
Samir C. Jain 
Wilmer, Cutler & Pickering, LLP 
2445 M Street, NW 
Washington, DC 20037-1420 

Dated: November 7,2002 

Karen Zacharia 
David Hall 
151 5 North Court House Road 
Fifth Floor 
Arlington, Virginia 22201 
(703) 351-3100 

Lydia R. Pulley 
600 E. Main St., 1 Ith Floor 
Richmond, VA 23233 
(804) 772-1547 

Attorneys for Verizon VA 
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Verizon Virginia Inc. (“Verizon”), pursuant to 47 C.F.R. 5 1.106, respectfully submits 

this Petition for Clarification and Reconsideration of the Memorandum Opinion and Order 

(“Order”) released by the Wireline Competition Bureau on July 17, 2002. 

I. NETWORK ARCHITECTURE ISSUES 

The Order acknowledges that “Verizon raises serious concerns about the apportionment 

of costs caused by a competitive LEC’s choice of points of interconnection” and notes that “the 

Commission is currently examining similar concerns on an industry-wide basis in a pending 

rulemaking proceeding. Should the Commission’s rules governing interconnection and 

reciprocal compensation change during that proceeding, we expect the agreements’ change of 

law provisions to apply.” Order 7 54; see also id. at 11 69 & 91. The Bureau, however, rejected 

Verizon’s request to address those concerns in the context of this proceeding, even though the 

Commission previously found that Verizon’s proposals do not violate the Telecommunications 

Act of 1996 (the “Act”) or the Commission’s rules.’ Instead, the Bureau holds that “we will 

decide the issues presented based on the Commission’s existing rules, and the Petitioners’ 

interconnection proposals more closely conform to those rules than do Verizon’s proposals.”2 

The Bureau should, however, clarify that the interconnection agreements must indeed conform to 

the Commission’s existing rules.) 

Order 7 53 and n. 123, citing Application of Verizon Pennsylvania lnc., Verizon Long Distance, I 

Verizon Enterprise Solutions, Verizon Global Networks, lnc., and Verizon Select Services, lnc. for 
Authorization to Provide In-Region, lnnreri. 1 TA Services in Pennsylvania, Memorandum Opinion and 
Order, 16 FCC Rcd 17419,T 100 (2001) (“Verizon Pennsylvania 271 Order”). 

Order 7 54. 

The Order acknowledges that the Bureau’s decisions “must meet the requirements of section 251 

2 

3 

and accompanying Commission regulations.’’ Id. at 7 29. To meet these requirements, the Bureau held 
that it was not constrained to “either adopt one party’s proposal or reject both,” but would modify a 
proposal “to bring the agreement into conformity with the Act and Commission rules.” Id. at 7 31. 

1 



To address its concerns about being required to transport traffic without adequate 

compensation, Verizon proposed that the agreements should differentiate between the terms 

“POI,” referring to the physical point of interconnection, and “IP,” referring to the demarcation 

point for financial responsibility. Order 749.  The Bureau rejected that proposal, holding that 

the point of physical interconnection should be the same as the point where financial 

responsibility begins and ends. Id. at 11 51-54 and 66 (“we reject Verizon’s proposal ... to 

establish an IP that is distinct from the POI.”) In rejecting Verizon’s proposal, however, the 

Order uses language that does not precisely conform to the Commission’s existing rules. 

Verizon seeks clarification of the Order to eliminate any potential inconsistency. 

The Bureau held that “[ulnder the Commission’s rules, competitive LECs may request 

interconnection at any technically feasible point. [citing 47 U.S.C. § 251(c)(2); 47 C.F.R. § 

5 1.305(a)(2).] This includes the right to request a single point of interconnection in a LATA.” 

Order 1 52. Verizon does not dispute these statements as far as they go, but they do not go far 

enough. It is not precisely correct to say that a competitive LEC may request interconnection at 

any technically feasible point, or at a single point in a LATA. Pursuant to Rule 51.305 (a)(2), 

the interconnection point must be “[alt any technically feasible point within the incumbent 

LEC’s network ....” 47 C.F.R. § 51.305(a)(2) (emphasis added).4 By omitting those words - 

Accordingly, to the extent that the Bureau adopts the Petitioners’ proposals, it should modify the 
interconnection agreements to conform to the Commission’s existing rules. 

create meet point arrangements. “In a meet point arrangement, the ‘point’ of interconnection for 
purposes of sections 251(c)(2) and 251(c)(3) remains on ‘the local exchange carrier’s nehvork’ (e&, 
main distribution frame, trunk-side of the switch), and the limited build-out of facilities from that point 
may then constitute an accommodation of interconnection.” In re Implementation of the Local 
Competition Provision in the Telecommunications Act of 1996, First Report and Order, 1 I FCC Rcd 
15499 at 7 553 (1996). (“Local Competition Order”) 

The Commission was cognizant of this rule even when it required some build out of facilities to 

2 



“within the incumbent LEC’s network” - the Order creates ambiguity. Indeed, that ambiguity 

may have led the Bureau to approve language that conflicts with the Commission’s rule. 

The significance of these words is also apparent in other Commission rules. Rule 51.701, 

for example, applies to “reciprocal compensation for transport and termination of 

telecommunications traffic between LECs and other telecommunications carriers.” 47 C.F.R. 3 

5 1.701(a). Subsection (c) defines “transport” as “the transmission and any necessary tandem 

switching of telecommunications traffic subject to section 25 l(b)(5) from the interconnection 

point between the two carriers to the terminating carrier’s end office switch that directly 

serves the called party ... .” 47 C.F.R. 3 51.701(c) (emphasis added). Thus, the definition of 

“transport’ makes the distinction between the interconnection point, which must be within the 

incumbent LEC’s network pursuant to Rule 51.305(a)(2), and the terminating carrier’s end office 

switch serving the called party. 

Some language that the Bureau adopted is consistent with these rules. The language in 

the WorldCom agreement correctly states that “Verizon shall provide Interconnection for the 

facilities and equipment of MCIm with Verizon’s network for the transmission and routing of 

Telephone Exchange Service and Exchange Access at any Technically Feasible point within 

Verizon’s network.”’ 

Other language the Bureau adopted, however, is unclear and out of context might be read 

to may conflict with the Commission’s rules. For example, the Bureau adopted 5 1.3 of AT&T’s 

Schedule 4,6 which provides: 

WorldCom agreement, § 1 . l .  1 (emphasis added). 

Order 7 51, n.116. 

5 

6 
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VERIZON shall interconnect to the AT&T network (i.e., establish a POI) for the 
delivery of ESIT [Exchange Service Interconnection Traffic] originating on the 
VERIZON network at such points mutually agreed to between the Parties or, 
lacking mutual agreement, at each respective AT&T Switch serving the 
terminating AT&T end user.’ 

As Rule 51.701(c) makes clear, the point of interconnection cannot be at “AT&T’s switch 

serving the terminating AT&T end user.” Instead, the rule specifies that AT&T transports traffic 

from the interconnection point to that switch. Moreover, AT&T’s switch, almost by definition, is 

not “within the incumbent LEC’s network,” and thus the language also conflicts with Rule 

5 1.305(a)(2). There is no rule and no provision of the Act requiring Verizon to interconnect 

“within the competitive LEC’s network.” 

Similarly, section 4.2.2 of Cox’s agreement, which the Bureau adopted,’ provides, in part: 

Interconnection Points. Each Party shall establish Interconnection Points (“IPS”) 
at the available locations designated in Schedule 4.1. The mutually agreed-upon 
IPS on the Cox network from which Cox will provide transport and termination 
of traffic to its Customers shall be designated as the Cox Interconnection Points 
(“cox-IPS”)? 

This language conflicts with Rule 51.305(a)(2) because the point of interconnection must be on 

Verizon’s network, not on Cox’s network. 

Because the Bureau intended to adopt language that conforms to the Commission’s rules, 

it should clarify that any points of interconnection on the AT&T or Cox network must be by 

mutual agreement, and absent that agreement, the selected point(s) of interconnection must be on 

Verizon’s network. 

AT&T agreement Schedule 4, 

Order 7 51, n.116. 

7 

8 

:emphasis added). 

Section 4.2.2 of the Cox agreement (emphasis added), 9 
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The Commission’s rules do more than specify that when Verizon sends traffic to a CLEC, 

the CLEC transports that traffic from the interconnection point to its switch. The rules also 

specify the charges the CLEC may assess for providing that service: the CLEC is entitled to 

charge reciprocal compensation for transport, which is defined as “the transmission and any 

necessary tandem switching” of the traffic. 47 C.F.R. 5 51.701(c). Pursuant to Rule 51.71 1, 

moreover, those rates must be symmetrical, i .e.,  they must be “equal to those that the incumbent 

LEC assesses on the other carrier for the same services.” 47 C.F.R. 5 51.71 ](a)(]). A CLEC may 

charge asymmetrical rates “only i f ‘  it proves, based on a cost study, that “a higher rate is 

justified.” 47 C.F.R. 5 51.71 l(b). The Bureau should clarify that its decision is consistent with 

these rules.’o 

lo See Some language the Bureau adopted, however, conflicts with the Commission’s rules, and the 
Bureau should clarify that its decision is consistent with these rules. For example, the Bureau adopted 
5 1.5 of AT&T’s Schedule 4, Order 7 51, n.116, which provides: 

Each Party shall compensate the terminating Party under terms ofthis 
Agreement for any transport that is used to carry ESIT between the POI 
and a distant switch serving the terminating end user. Such transport 
shall be either Dedicated Transport or Common Transport pursuant to 
the interconnection method elected by the originating Party, subject to 
the terms of Part B. 

AT&T agreement, Schedule 4, 5 1.5. Rule 51.701(c) makes clear, however, that AT&T may not charge 
Verizon dedicated transport, common transport or any transport other than the transport component of 
reciprocal compensation, which is defined as “the transmission and any necessary tandem switching of 
telecommunications traffic subject to section 25 l(b)(5) of the Act from the interconnection point 
between the two carriers to the terminating carrier’s end office switch that directly serves the called 
party ...” 47 C.F.R. 5 51.701(c)(emphasis supplied). 

Likewise, 5 4.2.3 of the Cox agreement says that “Itlo the extent the originating Party’s Point of 
Interconnection (“POI”) is not located at the terminating Party’s relevant IP, the originating Party is 
responsible for transporting its traffic from its POI to the terminating Party’s relevant 1P” which 
according to the language adopted by the Bureau for Section 4.2.2 would be located on Cox’s network. 
These two sections could be interpreted together to say that Verizon has to pay Cox for transport from 
the Point of Interconnection to Cox’s switch, which is similarly inconsistent with the Commission’s rules 
(47 C.F.R. 5 51.701(c)). 

5 



A. ISSUE 1-4: END OFFICE TRUNKING.” 

Verizon establishes direct two-way trunks between two end offices when there is 

sufficient traffic - Le., when the traffic exceeds a DS-I level -because that is most efficient. If 

the volume of traffic between two end offices is smaller, it is sent to a tandem office with other 

low volume traffic, where it is switched and routed to the destination end office. This issue 

concerns whether the competitive LECs should configure their interconnection trunks with 

Verizon to allow Verizon to apply the same engineering standards to CLEC traffic as it traverses 

Verizon’s network. If the CLECs do not establish direct end office trunks when the traffic 

exceeds a DS-I level, the switching capacity of Verizon’s tandems will be exhausted 

unnecessarily, and Verizon will be forced to operate its network inefficiently. These 

inefficiencies will increase costs that are not recovered in Verizon’s rates, because those rates are 

limited by Commission rules to the costs of an efficient network.I2 

I ]  See Order 11 77-91 
’’ An additional issue is whether the CLEC can dictate when Verizon establishes direct trunks for 

traffic from Verizon to the CLEC. There is absolutely no basis for a CLEC to dictate how Verizon 
engineers its network, and the Bureau should clarify that is not permissible. This issue is raised by the 
language of the Cox agreement that the Bureau adopted in 7 89, n.277. Section 5.2.4 of the Cox 
agreement states: “In the event the one-wav Tandem-routed traffic volume between any two Cox and 
Verizon Central Office Switches at any time exceeds the CCS busy hour equivalent ofthree DS-1s for 
any three (3) months in any consecutive six (6) month period or for any consecutive three (3) months, the 
originating Party will establish new one-way direct trunk groups to the applicable End Office(s) 
consistent with the grade of service parameters set forth in Section 5.5”. This language should not be 
read to specify the standards that Verizon uses for establishing one-way direct trunks. The language is 
the AT&T agreement appears to be silent on this issue, but AT&T should likewise not be permitted to 
dictate engineering standards for Verizon’s network. 

6 



1. Verizon’s Direct End Office Threshold Sbould Apply to AT&T And Cox 
Because I t  is The  Same Standard That  Verizon Applies To Itself And Is 
Supported By The  Clear Weight Of The  Evidence. 

Petitioners AT&T and Cox argued that Verizon’s proposal “essentially would require 

them to establish additional points of interconnection.” Order 7 77. That is entirely untrue. As 

the Bureau recognized, “implementing direct end office trunks does not entail changing the 

location of a tandem office point of interconnection.” Id. at 7 91. The competitive LEC can still 

deliver all its traffic to the same point of interconnection. It will simply segregate traffic to a 

specific end office onto a separate trunk group so that the traffic will not have to be switched at 

the tandem, but instead can be routed directly to that end office. 

The Bureau nonetheless rejected Verizon’s proposal. It held that Verizon had not shown 

by “clear and convincing evidence” that competitive LEC traffic is responsible for tandem 

exhaustion. Order 7 89. The Bureau also held that competitive LECs already have the same 

incentive as Verizon to move their traffic onto end office trunks when it would be more cost 

effective than routing it through Verizon’ tandems. Order 7 88. Neither of these assertions 

provides a basis for rejecting Verizon’s proposal. The Bureau should therefore reverse its 

decision, and prevent competitive LECs from imposing unnecessary inefficiencies on the 

operation of Verizon’s network. 

In support of its holding that Verizon was required to prove by “clear and convincing 

evidence” that CLECs are responsible for the exhaust of Verizon’s tandems in Virginia, the 

Bureau cites 7 203 of the Local Competition Order. Order 7 89. That paragraph, however, 

discusses the standard that an ILEC must meet to prove that a CLEC’s requested interconnection 

point is not technically feasible, and that is not at issue here. As noted above, the Bureau 

7 



recognized that implementing direct end office trunking does not affect AT&T’s or Cox’s choice 

about where either carrier will physically interconnect with Verizon. 

When a CLEC connects its trunk groups at its chosen physical point of interconnection, 

the various trunks in the trunk groups can be pointed to different Verizon switches, such as to 

each tandem in the LATA or to particular high-volume end offices. For either Verizon’s or the 

CLEC’s originating traffic, the traffic riding on the trunk group passes through the POI onto the 

other party’s network. And regardless of the switches to which individual trunk groups might be 

aimed, the POI stays in the same location. Thus, the “clear and convincing evidence” standard, 

which governs where interconnection takes place, does not apply to the question of whether the 

CLECs should aim some of their trunk groups directly toward high-volume end offices or other 

tandems in the LATA to avoid overloading the nearest tandem switch. 

Instead, the Bureau should have followed the Eight Circuit’s admonition that the Act does 

not require ILECs to provide “superior quality interc~nnection.”’~ Rather, ILECs are only 

required to provide interconnection that is at least equal in quality to that provided by the ILEC to 

i t ~ e l f . ’ ~  The uncontradicted evidence established that Verizon’s own engineering standard sets a 

DS-1 threshold for end office trunks for itself to avoid tandem exhaust and call blocking. 

Not only is the DS-I threshold consistent with Verizon’s own engineering practice, it is 

supported by the clear weight of the evidence revealing that the greatest factor contributing to 

tandem exhaust is growth in the trunks at the tandem.’’ The record establishes that (i) between 

Iowa Utilities Board v. Federal Communications Comm h, 219 F.3d 144, 158 (SIh Cir. 2000), rev’d 13 

on other grounds, Verizon v. FCC, 122 S.Ct. 1646, 1618 (2002). 

Id. at 758. 

See Tr. at 1276: Verizon Ex. 4 at 37-39. 

14 
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December 1999 and August 2001, out of all of the trunks at tandems, the percentage of the trunks 

belonging to CLECs increased from 9.1% to 16.6%,16 (ii) in 2000, the number of CLEC trunks ai 

the tandem in Virginia grew at a rate of 1 O0%,l7 (iii) as a result, multiple Verizon tandems have 

been exhausted or face exhaustion in the near future,” and (iv) without these dedicated trunks, 

the likelihood of call blocking increases and Verizon may be subject to performance standards 

and penalty payments.” 

Despite the great weight of the evidence, the Bureau pointed to Cox‘s evidence that 

CLEC trunks accounted for one-sixth the trunks at the tandem in 20012’ to conclude that Verizon 

did not meet the Bureau’s “clear and convincing” standard. But Cox’s evidence - which is a 

snapshot in time - does not disprove that the growth of CLEC traffic at the tandem is causing 

tandem exhaust.21 

The Bureau also incorrectly concluded that the difference between Verizon’s tandem and 

end office switching rates provides the CLECs with adequate incentive to route traffic to the end 

office directly. First, to the extent a CLEC accepts Verizon’s offer to mirror rates pursuant to the 

ISP Remand Order, there is no difference between the tandem rate and end office rate. Second, 

any difference that might exist only applies in one direction, ie., for the traffic AT&T or Cox 

See Cox. Ex. 12. 16 

l 7  See Tr. 1277; Verizon Ex. 4 at 38-39 

See Tr. 1101-02 (four have already exhausted in Virginia, and three more face exhaustion in the 

l9 Tr. 1099-1 100 (Verizon cannot “deload” traffic off the final dedicated trunk group between the 

18 

next three to five years). 

CLEC switch and Verizon tandem to assist Verizon in preventing call blocking; Verizon’s performance 
standards and performance penalty payments are based on this final trunk group). 

Order 1 89. 

See Cox. Ex. 12. 

20 

21 
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originates to Verizon. The difference between Verizon’s tandem switching and end office rate 

cannot act as an incentive when Verizon originates traffic to one of the CLECs, over either a two- 

way trunk or a one-way trunk from Verizon to the CLEC.22 As the Bureau is aware, as an ILEC, 

Verizon originates far more traffic to the CLECs than the CLECs originate to Veri~on.’~ 

Therefore, the difference between Verizon’s tandem and end office switching rates provides no 

significant financial incentive to move traffic to a direct end office trunk. 

Because the Bureau applied the wrong standard and overlooked the clear weight of the 

evidence, the Bureau should reconsider its resolution of Issue 1-4 and order adoption of Verizon’s 

proposed contract language to both AT&T and Cox.24 

2. For The  Same Reasons, The  Bureau Should Clarify That  WorldCom’s 
Agreement To Establish Direct End Office Trunks At The  DS-1 Threshold 
Applies Even If WorldCom Establishes Physical Interconnection At A Single 
Tandem In The LATA. 

The Bureau adopted 5 1.3.1 of WorldCom’s proposed Attachment IV 5 1.3.1, entitled 

“LATA Wide Terminating Interconnection.” Order at 7 51, n.116. That section provides that 

“the Parties will establish Local Interconnection Trunk Groups to a single Verizon Tandem 

designated by MCIm for the termination of all Local Interconnection Traffic destined for any 

22 In these situations, if a CLEC can determine whether to implement direct end office trunking based 
solely on its originating traffic, it can essentially force Verizon to route its traffic on the same two-way 
trunk inefficiently. 

23 See In the Matter of the Local Competition Provisions in the Telecommunications Act of 1996; 
Intercarrier Compensation for ISP-Bound Traflc, CC Docket Nos. 96-98,99-68, FCC No. 01-131 
(rel. April 27,2001). (..ISP Remand Order”) (on average, CLECs terminate eighteen times more traffic 
than they originate). 

See Verizon proposed agreement to AT&T 5 4.2.8; Verizon proposed agreement to Cox 5 5.2.4. In 
any event, the Bureau should at least require AT&T to route traffic to the end office directly when traffic 
reaches 3 DS-Is. This is the standard Cox proposed to Verizon and should at the very least be acceptable 
to AT&T. 

5 
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Verizon office in that LATA.2’ At the same time, However, the Bureau also specifically held that 

“interconnection at a single tandem office location would not contravene WorldCom’s 

commitments in this proceeding to route traffic according to the LERG or to implement direct 

end office trunking at a DS-1 level of traffic.” To avoid any confusion, the Bureau should clarify 

that 5 1.3.1 must be read to mean that, although WorldCom may establish a single point of 

interconnection at a particular tandem location in the LATA, WorldCom must configure its trunk 

groups to aim trunks at each Verizon tandem switch in the LATA (and to any end offices at a 

DS-I level oftraffic), so that the traffic may be routed according to the LERG.26 Indeed, the 

record reflects the serious network problems that any other interpretation would create. See 

Tr. 1463-66. 

B. ISSUES IV-6, V-1, AND V-8: MEET POINT TRUNKING ARRANGEMENTS 
AND COMPETITIVE ACCESS SERVICES. 

In resolving Issue IV-6, the Bureau held that WorldCom has the “right to purchase 

unbundled dedicated transport from Verizon to provide IXCs with access to WorldCom’s local 

exchange ne tw~rk”~’  and ordered the parties to adopt WorldCom’s contract language. The 

Bureau should reconsider its conclusion, because its resolution of this issue allows WorldCom to 

substitute an unbundled network element (“UNE) for an access service, contrary to the Act and 

contrary to the Commission’s own precedent. 

” See WorldCom Attachment IV 5 1.3.1. 

26 The LERG lists no more than two routing points where a carrier can direc traffic destined for any 
particular NPA-NXX combination in the North American Numbering Plan Area. Those two points are 
the end office switch where the NPA-NXX resides and the (single) tandem switch that that end office 
subtends. Local Exchange Routing Guide Traffic directed to any other tandem switch or end office 
cannot be routed to the NPA-NXX in accordance with the LERG. 

2’ Order 1 117. 
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Commission precedent requires the Bureau’s unbundling analysis to be focused on the 

“services” the requesting carrier seeks to offer, among other factors.28 That is, the Bureau must 

consider the service WorldCom seeks to offer in determining whether WorldCom is entitled to 

UNE dedicated transport in order to connect to an IXC through Verizon’s access tandem. Rather 

than deploy its own facilities or use those of another carrier, WorldCom seeks to purchase access 

toll connecting trunk services” from Verizon for the sole purpose of gaining access to IXCs to 

cany interexchange calls. There is no dispute that WorldCom seeks use of Verizon’s facilities to 

cany interexchange access traffic and not local exchange traffic. Nonetheless, the Bureau 

required application of UNE rates. 

WorldCom’s proposal and the Bureau’s resolution of this issue run afoul of 4 251(g) of 

the Act, which exempts “exchange access . . . and exchange services for such access to 

interexchange carrie~s”’~ from the requirements of 5 251. The legislative history of 5 251(g) 

makes clear that “the obligations and procedures prescribed in [§ 2511 do not apply to 

interconnection arrangements between local exchange carriers and telecommunication carriers 

under section 201 of the 1934 Act for the purposes of providing interexchange service, and 

nothing in [§ 2511 is intended to affect the FCC’s access charge  rule^."^' The service at issue is 

See In re ImpltiiJL nturion of the Local Conpetition Provisions in the Telecommunications Act of 28 

1996, Supplemental Order Clarij?cation, 15 FCC Rcd 9587 7 18 (2000). (“Supplemental Order 
Clarification’y; In re Deployment of Wireline Services Offering Advanced Telecommunications 
Capability, CC Docket No. 98-147 and In re Implementation of the Local Competition Provisions of the 
Telecommunications Act of 1996, CC Docket No. 96-98, Third Report and Order in CC Docket No. 98- 
147 and Fourth Report and Order in Docket No. 96-98, 14 FCC Rcd 20912 17 31-34 (1999). (“Line 
Sharing Order’y. 

WorldCom labeled this service as “Meet Point Trunking Arrangements,” while Verizon refers to 29 

the trunks that provide access to interexchange carriers as “access toll connecting trunks.” 

’O47 U.S.C. 5 251(g). 

S. Rep. No. 104-23, 104Ih Cong., I ”  Sess. at 19 (1995). 31 
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just such an access service, as the Bureau itself recognized, calling the service “provision of 

switched exchange access services to IXCS.”~~ 

The Bureau misunderstands the parties’ relationships when it states that “Verizon should 

assess any charges for its access services upon the relevant IXC, not W~rldCom.”~) If 

WorldCom used its own facility to interconnect with the IXC, it would recover the cost of that 

facility in the access charge it assesses on the IXC. The same should be true when it chooses to 

use Verizon’s exchange access service. That is, WorldCom should pay Verizon for the 

interexchange service Verizon provides ro WorldCom and WorldCorn should recover its costs 

when it assesses an access charge on the IXC. 

The Bureau’s decision impermissibly converts an access service to a UNE solely for the 

purpose of conferring a discount on a service that WorldCom is otherwise able to offer without 

U N E S . ~ ~  By requiring Verizon to provide this access service at a UNE dedicated transport rate, 

the Bureau ensures that WorldCom has no incentive to utilize competitive alternatives from other 

access providers contrary to the pro-competitive goals of the Act. The Commission has 

recognized that UNE-based special access would “undercut the market position of many 

facilities-based competitive access providers.”” 

Order 7 171. 

Id. 

See AT&Tv. Iowa Utilities Bd. 119 S. Ct. 721, 735 (1999) (“the Commission’s assumption that any 

32 

33 

34 

increase in cost (or decrease in quality) imposed by denial of a network element renders access to that 
element ‘necessary,’ and causes the failure to provide that element to ‘impair’ the entrant’s ability to 
furnish its desired services, is simply not in accord with the ordinary and fair meaning ofthose terms”). 

35 See Supplemental Order Clarification 77 14-1 5, 18 
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Moreover, consistent with the Commission’s decision in Mountain Communications, 

5 251 (c)(l)’s obligations because these facilities are “not necessary for interc~nnection.’”~ These 

facilities are not used to complete calls to or from Verizon’s own customers. They are instead 

used for a transiting function in connection with toll calls between WorldCom’s end users and 

IXCs. WorldCom could instead connect its switch directly with IXCs to exchange toll traffic. 

Therefore, the Commission’s rules do not require Verizon to make these facilities available under 

5 251. 

The same analysis discussed above compels reconsideration or clarification of the 

Bureau’s resolution of Issues V-1 and V-8 with AT&T. In particular, the Bureau should clarify 

that AT&T does not have the option of using Verizon’s access toll connecting trunks to access 

IXCs without paying Verizon for use of Verizon’s access service.)’ AT&T proposed that 

“[nleither Party will charge the other Party for the facilities [Access Toll Connecting Trunks], 

including multiplexing and cross-c~nnects.”~~ In its discussion of this issue, the Bureau observed 

that “the parties indicate they have agreed on language that would govern meet point billing, and 

AT&T’s proposed agreement contains language that appears very similar to Verizon’s proposal 

in this regard.”39 The AT&T language in question, however, does not concern meet point billing. 

Rather, it describes the access interconnection architecture the parties use for interexchange 

36 Mountain Communications, Inc. v.  @est Communications International, Inc., File No. EB-OO- 
MD-O17,2002 WL 1677642,v 6 (rel. July 25,2002) (“Mountain Communications), af fg,  Mountain 
Communications, Inc. v. @est Communications International, Inc., File No. EB-00-MD-017, Mem. Op. 
and Order, 17 FCC Rcd 2091 (2002). 

See Order 7 209 & n.697. The Bureau adopted this AT&T language even though it rejected 
AT&T’s proposed language for its Competitive Access Service. See id. 7 208. 

AT&T proposed interconnection agreement 5 6.2.1. 

Order 7 209. 

37 

38 

39 
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traffic.40 If AT&T orders facilities from Verizon strictly to route traffic to or from an IXC, 

Verizon should be compensated for that service at access rates. AT&T should not be permitted 

to receive this facility for free. 

11. INTERCARRIER COMPENSATION 

A. ISSUE 1-6: TOLL RATING AND VIRTUAL FOREIGN EXCHANGES. 

The Bureau concluded that, when a Verizon customer places an interexchange call to one 

of the Petitioners’ customers, and Verizon carries that call to a distant calling area before handing 

it off to the Petitioner for delivery, Verizon must pay reciprocal compensation on that call. It 

based that conclusion on the view that “rating calls by their geographical starting and ending 

points raises billing and technical issues that have no concrete, workable solutions at this time.” 

Order 1 301. The Bureau should both clarify and reconsider this aspect of its decision. 

1. The Bureau Should Clarify That It  Did Not Intend To Overrule Other 
Commission Orders. 

As an initial matter, the Bureau should clarify its Order in two important respects to 

confirm that it did not (indeed, could not) sub silentio overrule other binding orders by the full 

Commission. 

First, the Bureau should confirm that this aspect of its Order does not apply, as it cannot 

under existing rules, to ISP-bound traffic. On the contrary, the Commission repeatedly has held 

that ISP-bound traffic, which does not terminate on the Petitioners’ networks but continues on to 

distant locations across the country and around the world, does not fall within the scope of the 

reciprocal compensation obligation under the Act or the Commission’s rules. Indeed, the 

See AT&T proposed interconnection agreement 5 6.2; Verizon proposed interconnection 40 

agreement 5 6.2. 
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Bureau’s Order itself elsewhere recognizes that 1SP-bound traffic is not subject to reciprocal 

compensation. Order 7 245. That same conclusion necessarily applies in this context as well, 

and the Bureau should confirm that is the case. 

Second, the Bureau also should confirm that its Order does not contradict the decision of 

the Enforcement Bureau in the Mountain Order, subsequently affirmed by the full Commission’s 

unanimous decision in Mountain Communications. There, the Commission expressly held that, 

under circumstances that parallel those at issue here, an incumbent LEC is entitled to charge for 

transport facilities that it provides to deliver traffic to a distant calling area in connection with an 

interconnecting carrier’s wide area calling service. 

Specifically, the interconnecting carrier in that case (Mountain) provided a wide area 

calling service by assigning Direct Inward Dialing (“DID’) numbers to customers in a number of 

originating local calling areas; it then used dedicated transport facilities provided by the 

incumbent (Qwest) to connect those DID numbers to its interconnection point in a different local 

calling area. Mountain Communications at 7 5.  Calls made to distant calling areas through that 

wide area calling service, of course, ordinarily would be toll calls for the incumbent’s 

customers.“ As the Commission recognized, however, the interconnecting carrier’s wide area 

calling arrangement “ensures that calls to the DID numbers in each of the relevant Qwest central 

offices appear local and involve no toll charges to callers in those areas.” Id. at 7 5 .  “By 

configuring its interconnection arrangement in this manner, Mountain prevents Qwest from 

41 The Commission previously held that incumbent LECs are entitled to collect toll charges from 
their customers where they hand off calls outside the originating local calling area to an interconnecting 
carrier for delivery outside the originating local calling area. See, eg . ,  TSR Wireless, LLC v U S  West 
Communications, Inc., Mem. Op. and Order, I5 FCC Rcd 1 1 I66,I 1 177 (2000), uff d sub nom, @est 
Corp v. FCC, 252 F. 3d 462 (D.C. Cir 2001). 
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charging its customers for what would ordinarily be toll calls to Mountain’s network.” Id. 

Accordingly, the Commission concluded that the incumbent was providing a “dedicated toll 

service,’’ and that “Mountain has obtained a wide area calling service for which it must 

compensate Qwest.” Id.’2 

That of course is precisely the service arrangement that is at issue here. As in that case, 

the so-called Virtual FX service assigns numbers -- by conscious design -- to make calls by 

Verizon’s customers “appear local and involve no toll charges,” and uses (typically dedicated) 

transport facilities provided by Verizon to connect those customers to Petitioners’ 

interconnection point in a different calling area. And, as in that case, “configuring the 

interconnection arrangement in this manner prevents [Verizon] from charging its customers for 

what would ordinarily be toll calls to [Petitioners’] network[s].” Accordingly, again as in that 

case, Verizon provides a “dedicated toll service,’’ and Petitioners “ha[ve] obtained a wide area 

calIing service for which [they] must compensate [Verizon].” 

Significantly, this conclusion applies regardless of how the Bureau ultimately resolves the 

underlying issue (addressed below) of whether Virtual FX traffic should be subject to reciprocal 

compensation at all. Indeed, in Mountain Communicdons, the traffic at issue was bound for 

customers of an interconnecting CMRS provider. As such, that traffic unquestionably is subject 

42 Nor was it an answer, the Commission expressly held, to claim that the dedicated transport 
facilities provided by the incumbent were necessary to effectuate a single point of interconnection within 
a LATA. Mountain Communicarions at 7 4,6. Indeed, as noted above, while the Commission’s rules 
permit an interconnecting carrier to obtain interconnection at a single point on the incumbent’s network 
in the LATA, see supra pp. 2, they do not require an incumbent to provide dedicated toll facilities to 
support a wide area calling arrangement such as the one at issue in that case (and this one). Accordingly, 
the Commission held that “Mountain’s wide area calling arrangement with Qwest is not necessary to 
effectuate interconnection.” Mounlain Communicarions at ? 6. On the contrary, “Mountain is free to 
cancel both the DID numbers and the dedicated toll facilities connecting those DID numbers to 
Mountain’s single point of interconnection.” Id. 
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to a reciprocal compensation obligation when it is handed off to a CMRS provider for delivery 

anywhere in the same MTA. Here, of course, the vast majority of the traffic at issue is ISP- 

bound traffic that unquestionably is not subject to a reciprocal compensation obligation. And, as 

explained below, the remaining (non-ISP-bound) traffic similarly is not subject to a reciprocal 

compensation obligation under the Commission’s existing rules. Nonetheless, regardless of how 

this latter issue is resolved, the Commission’s decision makes clear that Verizon is entitled to 

compensation for the dedicated toll service it provides. 

2. The Bureau’s Decision That Virtual FX Traffic Is Subject To Reciprocal 
Compensation is Contrary To The Commission’s Rules. 

The Bureau also should reconsider its underlying decision to the extent it requires 

Verizon to pay reciprocal compensation on calls that Verizon hands off to Petitioners outside the 

originating local calling area and that they deliver to customers outside the originating local 

calling area. Requiring the payment of reciprocal compensation on these calls directly conflicts 

with the Commission’s existing rules. 

Specifically, under these circumstances, the Virtual FX calls at issue are interexchange or 

“toll” calls just like the calls at issue in Mounlain Communications. Just as in that case, the 

CLEC’s serving arrangement and the assignment of virtual FX numbers “prevents [Verizon] 

from charging its customers for what would ordinarily be toll calls.” Mounrain 

Communications at 7 5 (emphasis added). Under these circumstances, the Commission has made 

clear that it is the interconnecting carrier who is receiving the toll (or interexchange) service. 

And because these calls are interexchange calls, (and have long been subject to their own 

separate compensation regime), they are exempt from reciprocal compensation. Under the 

Commission’s rules, which reflect the requirements of 5 251(g) of the Act, reciprocal 
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compensation does not apply to “interstate or intrastate exchange access, information access, or 

exchange services for such access.” 47 C.F.R. 8 51.710(b)(l). As the Commission itself 

recognized, each of these three exempted categories of service have in common the fact that they 

relate to “the provision of services in connection with interexchange 

Commission’s discussion of this exemption, shows that it was intended to encompass “calls that 

travel to points -- both interstate and intrastate -- beyond the local exchangcM Accordingly, 

requiring payment of reciprocal compensation on the calls is directly contrary to the 

Commission’s rules?’ 

The 

The Bureau should also prevent the Petitioners from receiving reciprocal compensation 

for virtual FX calls because it is inconsistent with the policies underlying the Commission’s 

rules. In the ISP Infercarrier Compensation Order, for example, the Commission ended the 

requirement to pay reciprocal compensation for ISP calls because it “created opportunities for 

regulatory arbitrage and distorted the economic incentives related to competitive entry into the 

local exchange and exchange access markets.” ISP Intercarrier Compensation Order at 7 2. The 

Commission also recognized that “such market distortions relate not only to ISP-bound traffic, 

but may result from any intercarrier compensation regime that allows a service provider to 

43 For example, the Commission has explained that the term “exchange services” includes “the 
provision of services in connection with inferexchange communications.” and “is closely related to the 
provision of exchange access and information access.” ISP Intercarrier Compensafion Order, 7 37, n.65. 

The Commission has explained that the term “exchange services” includes “the provision of 
services in connection with inferexchange communications,” and “is closely related to the provision of 
exchange access and information access.” ISP Remand Order 7 37, n. 65. 

apply to ISP-bound traffic that is virtual FX traffic. Thus, if an ISP’s modem bank (or other applicable 
equipment) is not located in the same local calling area as the local calling area in which the call 
originated, then not only is payment of reciprocal compensation not required, but neither is payment of 
intercarrier compensation. 

44 

45 For the same reason, the Bureau should also make clear that intercarrier compensation does not 

19 



recover some of its costs from other carriers rather than from its end-users.” Id. That is precisely 

what Petitioners are attempting to do by insisting that they are entitled to reciprocal 

compensation for virtual FX calls. 

As the Commission observed: 

given the opportunity, carriers always will prefer to recover their costs from other 
carriers rather than their own end-users in order to gain competitive advantage. 
Thus carriers have every incentive to compete, not on basis of quality and 
efficiency, but on the basis of their ability to shift costs to other carriers, a 
troubling distortion that prevents market forces from distributing limited 
investment resources to their most efficient uses. 

Virtual FX service operates in exactly that fashion. Carriers assign telephone numbers to their 

customers in distance calling areas that are associated with originating exchanges in which they 

have no customers or facilities, and seek to have Verizon pay to provide the interexchange 

portion of the service from the originating calling area to the distant calling area for free, 

Permitting that practice does not encourage true competition, but impedes it. The Bureau should 

therefore not let that practice continue because it is contrary to the Commission’s public policy 

goals. 

The Bureau’s conclusion that the originating and terminating NPA-NXX codes should be 

used to determine whether reciprocal compensation applies also conflicts with other previous 

Commission orders. In fact, for purposes of intercarrier compensation, the Commission itself has 

specifically considered and rejected use of assigned NPA-NXX in place of actual geographic end 

points of a call. In AT&T Corp. v. Bell Allantic-Penn~ylvania,~~ the Commission considered the 

AT&TCorp. v. BellAtlanric-Pennsylvania, 14 FCC Rcd 556, 587,n 71 (1998) (“AT&Tv. BA-PA”), 46 

reconsiderorion denied, 15 FCC Rcd 1461 (2000). 
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intercarrier compensation associated with AT&T’s offering of an interLATA FX service, 

described by the Commission as one “which connects a subscriber ordinarily served by a local 

(or ‘home’) end office to a distant (or ‘foreign’) end office through a dedicated line from the 

subscriber’s premises to the home end office, and then to the distant end ~ff ice .”~’  An airline 

with a reservation office in Atlanta could provide customers in Richmond a locally rated number, 

but all calls would still be routed to Atlanta. The Commission ruled, in that situation, that AT&T 

was required to pay access charges for the Richmond end of that call - even though the call was 

locally rated for the caller, because AT&T was still using access service to complete an 

interLATA call to the called party. The fact that the calling party and the called party were 

assigned NPA-NXX’s in the same local calling area was totally irrelevant to the proper treatment 

of the call for intercarrier compensation purposes. 

The Bureau’s ruling on this issue did not discuss these controlling Commission 

precedents; nor did it discuss the many state decisions holding that reciprocal compensation does 

not apply under these circumstances; 48 nor did it discuss the potential for regulatory arbitrage 

that its decision introduced. Instead, the Bureau based its conclusion on practical concerns about 

the ability to rate calls according to their actual geographic end points. Those concerns were 

misplaced, however. 

As an initial matter, the Bureau’s conclusion that there is no practical way to rate calls 

based on anything other than the originating and terminating NPA-NXX is factually incorrect. 

As Verizon previously suggested, one such alternative is to conduct a traffic study to develop a 

47 Id. 

See state commission decisions in Ohio, Florida, Connecticut, Illinois, Texas, South Carolina, 48 

Tennessee, Georgia, and Missouri as cited in Verizon’s Post-Hearing Brief at IC-19 through IC-21. 
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factor to apply to Virtual FX traffic. In fact, since the hearing in this case, Verizon has 

implemented just such an approach in another state to identify and quantify CLEC originated 

traffic destined to a Verizon FX number. As explained in the accompanying declaration, Verizon 

could readily import this same method to Virginia.49 As Verizon suggested at the hearing and in 

brief, it would be a relatively inexpensive and Straightforward matter to do a traffic study, based 

on an analysis of known Virtual FX numbers, to determine the percentage of calls that terminate 

outside their originating calling areas. Verizon has used such a study to distinguish its own FX 

traffic from traffic subject to reciprocal compensation. If Verizon can perform such a study, then 

a CLEC should be able to do so as well with its limited number of Virtual FX customers in 

Virginia.so 

Pursuant to 47 C.F.R. 5 1.106, Verizon is filing the attached declaration of William Munsell to 
supplement the record. The Bureau should accept this additional testimony because it is information 
developed after the hearing and it is in the public interest. 

Contract language, for each of the petitioners’ agreements, to give effect to using a traffic study or 
other appropriate means to distinguish Virtual FX calls would be straightforward: ‘T‘Jotwithstanding any 
other provision of this Agreement, each Party agrees to determine the originating and terminating points 
of the complete end-to-end communication using a reasonable, periodic traffic study or other documented 
means.” This sentence would apply together with the following provisions intended to give effect to the 
points Verizon makes in this Virtual FX section of the Petition: “Section 251(b)(5) traffic is traffic 
originated by 
&e+k#y a customer of one Pam on that Party’s nxwork and terminates to a customer of the othsr 
Pam on that other Partv’s network-within a Local Calling Area and any extended service area, as 
defined by the Commission, det ed bv the orivinatine and term- ooints a f  t e c  h omo I eE end- 
tQ-end communication. Section 25 l(b)(5) traffic does not include traffic to Internet Service Providers. 
Notwithstanding any other provision of this Agreement, each Party aerees to reasonablv exclude f r a n k  
reciorocal comoensation billing and intercarrier comoensation bil1ineJi.e.. for ISP-bound traffic) to the 
other Pam. anv traffic that, based on the callinp and called NPANXX codes. apoears to be traffic 
subiect either to reciprocal compensation or intercarrier compensation. but due to the callednumber 
being assigned to a customer or ISP that is DhJsicallv located outside of the called number’s rate center. 
im~t _ r e c l p r a c a l c o m p ~ ~ t ~ o - ~ t ~ f ~ o r i n t e r c ~ ~ r ~ c ~ m ~ e ~ s a t ~ i ~ o ~ ~ ~ ~ c - ( ~ .  g; . _whe rea~ l331  od em 
bank or other aoolicabk eauipment is ohvsicallv located outside ofthe rate center associated with the 
ISP’s teleohone number).” 

49 

50 

. .  
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Moreover, use of a traffic study to develop a factor in this context is little different from 

use of such studies in any number of other contexts. For example, carriers have long relied on 

traffic studies to determine factors for the relative use of network facilities that carry both 

interstate and intrastate traffic (known as “percent interstate use” or “PIU” factors). They also 

have relied on traffic studies to determine factors for the relative percentage of local and access 

traffic in their interconnection arrangements (known as “percent local use” or “PLU” factors). 

And here, the Bureau itself expressly endorsed the development of factors for use in applying the 

3:  1 ratio established by the ISP Intercarrier Cornpensarion Order, and to exclude exchange 

access and toll traffic that is not subject to reciprocal compensation. Order 17 266,269,274. 

There is no reason the parties cannot develop similar factors to apply to Virtual FX traffic as 

well. 

Accordingly, the Bureau should reconsider its Order and direct the parties to develop an 

appropriate factor to exclude from reciprocal compensation payments any traffic that Verizon 

hands off to Petitioners’ outside the originating local calling areas and that they deliver to 

customers outside the originating local area. 

B. ISSUE 111-5: TANDEM SWITCHING RATE. 

The Bureau’s Order also is inconsistent with Commission precedent in holding that 

Petitioners need not show that their switches actually serve areas geographically comparable to 

the areas served by the Verizon tandem switches before being entitled to reciprocal compensation 

at the higher tandem rate. The Bureau’s Order has the effect of giving the Petitioners an 

uneconomic windfall, in that they will be able to charge Verizon the higher tandem rate for all 

traffic terminated, regardless of the costs the Petitioners incur. 
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1. The Commission’s Geographic Comparability Test Requires The C L E C  To 
Demonstrate That  Its Switches Actually Serve A Geographic Area 
Comparable To  That  Served By The ILEC’s Tandem. 

In the Local Cornperifion Order, the Commission concluded that, “it is reasonable to 

adopt the incumbent LEC‘s transport and termination prices as a presumptive proxy for other 

telecommunications carriers’ additional costs of transport and termination.”” The Commission 

further found that, since “additional costs” would likely be greater when tandem switching is 

involved, it would be appropriate to create separate rates for tandem and end office switching.” 

Finally, acknowledging that new technologies might perform functions similar to those 

performed by an ILEC tandem, the Commission ruled that: “Where the interconnecting carrier’s 

switch serves a geographic area comparable to that served by the incumbent LEC’s tandem 

switch, the appropriate proxy for the interconnecting carrier’s additional costs is the LEC tandem 

interconnection rate.”” The Commission recently confirmed that the actual reach of the CLEC 

switch must be demonstrated, not just assumed: “We confirm that a carrier demonsirating flrot 

its switch serves ‘a geographic area comparable to that served by the incumbent LEC’s tandem 

switch’ is entitled to the tandem interconnection rate to terminate local telecommunications 

traffic on its netw0~k. l ’~~ 

The Commission could have said that a carrier demonstrating that its switches are 

capable olserving a comparable geographic area is entitled to reciprocal compensation at the 

Local Competition Order 7 1085. 

’* Id. at 7 1090. 

53 Id. (emphasis added). 

In the Matter of Developing a Unijied Intercarrier Compensation Regime, CC Docket No. 01 -92, 54 

FCC No. 01-132, Notice of Proposed Rulemaking 7 105 (rel. April 27,2001). (“Intercarrier 
Compensation NPRM”j (emphasis added). 
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tandem rate. It did not say that, nor would it have made any sense. Any switch is capable of 

serving a very large area; it is the loop/transport facility to end users that determines geographic 

reach, not the switch itself. Demonstrating that a switch is capable of serving an area 

comparable to that served by a tandem switch, therefore, is no demonstration at all. Instead, the 

demonstration should include, at a minimum, evidence showing that a CLEC has customers and 

facilities (either its own or leased from other carriers, including Verizon) in exchanges that are 

comparable in size to the area served by Verizon’s tandem switch. The Bureau’s interpretation, 

however, would render the distinction the Commission made between end office and tandem 

rates for CLECs meaningless, and it therefore cannot be right. As a number of state commissions 

have found, the proper way to interpret this rule is that it requires a CLEC to demonstrate that its 

switches actually serve a geographic area comparable to the ILEC tandem.ss The Bureau should 

reconsider and apply the Commission’s clear precedent to the agreements at hand. 

111. UNBUNDLED NETWORK ELEMENTS 

A. ISSUE 111-10: LINE SHARING AND LINE SPLITTING. 

1. AT&T Should Not Be Permitted To Using Its Own Tools To Prequalify 
Loops in a Line Splitting Scenario. 

The Bureau stated that it was resolving this issue by “adopting the same ruling as the New 

York Commission.” Order at 7398, n.1311. In fact, however, the Bureau adopted language that 

is consistent with that ruling, and it should therefore reconsider its decision. 

See Proceeding to Examine Reciprocal Compensaiion Pursuant io Seciion 252 of the Federal 5 s  

Telecommunications Act of 1996, Arbitration Award, Texas Public Utilities Commission, Docket No. 
21982 (rel. July 13,2000) at 28-29. (“Texas Recip. Comp. Order’y); MCI Telecommunications Corp. v. 
Michigan Bell Telephone Co., 79 F. Supp. 2d 768, 790-92 (E.D. Mich. 1999); FL (AT&Tand BellSouih) 
Arbitration Order at 79-80. 
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